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The Chosen Trading Corporation initiated its woric in 19h9 under the » s t diffi- 
-uxt circumstances. In addition to trie continued lack of capital because of 
old company debts, the policy of utilizing foreign capital, and tl.e barter %s- 
tem adopted to exploit the Hong Xcng.trade route resulted in excess Ms ' 
w.uen not only_ obstructed the acquisition of foreign capital in [font- Xon- but 

ther the “ th ® ® onduct of trad « on an independent basis'; Fur- 

ther, the T-J1 SO 1WAN ( A. \:)b fl ) (company vessel) met, with disaster in the 
aevelopment of the ’forth China route, and comrade .'.'Oil Hyonr-ki (r P M b 
::ormer Trade Department head, was responsible for certain failures, 7 In spite 
of these setbacks, however, the Corporation succeeded in straightenin' out the 
company capital, establishing a bridgehead in bong Kong adequate for Torth 
uorean needs, acquiring a legal route to Japan, and establishing the ’forth CHia 
route The placing of the Corporation on a solid foundation w£ ,a£e -ossible 
through government protection. In particular, tire president expressed' his ai~ 
preciatxon to vice-president XI” 'JhSng-su fcfgfl and otheT rS“nsSle 
persons in overseas offices and special agents for 'their splendid work, 

j he lollowin ? is an outline of the Corporation import and export enterprises ? 


Export of government-balloted goods 
Export of c ompar^purc based goods 
Goods re-exported 
Total 


918 ? 686 s , 000 won 
370 j, 756,000 won 
72 » 729^ 000 won 
173S2T 17 000 won 


The total expenditures incurred in exports amounted to 210,257.00'’ won, so that 
the grand total cane to 1,572,^8,000 won. This is 11,3.8 percent of the loH 
envisaged in the plan for 1 9h9, Kven without considering the fall in govern^ 
— *3-5“ 19h9 ’ iZ a growth of 21*5.1, percent over the e^od cost 

following is a breakdown of the volume of exports handled by each branch* 

Sinuiju 5.2 percent Domestic !>^6-nex cant 
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Chong jin 

17.7 percent 

Ilamhtmc 

13,1* 

breakdown of 

exports by districts 


191*0 

T Jong Kong 

36.1* 

China 

28.2 

South Korea 

22,1* 

Japan 

1,8 


Wonsan 3,5 percent 

ChiKnampo 53 .it 
Hanyang 2.2 


is as 

follows s 

191*9 

Percentage as 


compared with I9I48 

77,2 

328.,2 

llul 

77,0 

3.3 

26.7 

0,2 

19,6 

lu7 

61*„1* 


domestic disposal 11.2 

to e bftSen r in k ??S, Sh ° WS ^ 8hift ln trade area in ^ «*» indicates the court 


The following is a breskdb&n eipdrt& by commodity: 


I percent 

Cotton, yarn x*0 

bolen -'*oods 0 o 6 

Leather X leather goods 0,J.|. 

Paper 0*2 

C’neni.c'il products 9,3 

Poods tuffs 3^2 


nedical products 

h-£ percent 

Colored metals 

lu3 

Rubber products 

2,3 

-lee trie applianc es 

0,1 

Grains 

22*2 

Soybean cake 

22c7 

arine products 

23,0 


.t2.f 4 p C '. , i’f 1 o«L Pr0dUOtS topped the list vath 37.3 percent, followed by narine 
pr^luots -a <-0.0 percent, medical products with l6„l percent and soybean cake 
5,1,41 ° EJercent » However, in 191*9, marine products topped the list with 23 ££ 


f followed by soybean cake rath 22.7 percent. 


cent i.oo_i.owea oy soybean cake vath 22.7 percent, grains with 22.2 nere*nt and 
products with 9.3 percent. In 191*3, th/principal commodity tf 1^5 
*a.. camical products, especially chemical fertilizer, while in l&V marine' pro- 
ducts and soybean cake replaced chemical products as the main export items/ 'Ih° 
commodities exporter* in 19i*8 were classified in sewn categories; those in itf'.Q 
m i I. teen categories. This was the result of the efforts made to increase : 'b° 
export so as to obtain foreign currency, J ’ C M - 


The commodities exported to Hon/ 
and 19^.9 ? 


dorr; and Osina as compared by volumes for 1.91*0 


■'onr: Kong - 


19.13 


19)4.9 


Percent 


■\raKprium sulphate 
Soybean cake 
Calcium super- 
phosphate 
Graphite 
Led pins eng 
Tried pollack 
Cotton cloth 


75*196*000 won 
10,001,000 won 

2,312,000 won 
8#9h9«OO0 .ron 
63,3UU,000 ./on 
^ij.,392,000 v/on 
Ul, 063,000 ion 


8,?.ili6,000 won 
300,788,000 won 


29,^4,000 won 
J|9, 2 07, 000 won 
I18 , 968 , 000 wo n 
150,873*000 won 


11,2 

308,7 


327,6 
?7.7 
298.5 
367 oh 
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China - 


Ammonium sulphate 
Soybean cake 
Dynamite 
Salt mackerel 


19hS 

22,356,000 won 
19,31*0,000 won 

2.060.000 won 

2.729.000 won 


19)4.9 

9^632^000 won 
3 9 j- 000 won 

30, 370* 000 won 


I^rc_cnt 

2 * 2.1 

1 . 112.5 


Impart 


Government planned import 
Goods imported by company or under urgent 
instructions 
Total 

Since the import plan for 19h9 underwent three revisl 
of the year, it is impossible to compare the actual import with the plan, but 
as compared with the import of 191*8, 19)49 showed an increase of 11*0*6 percent.. 

The following is a breakdown of actual imports by branches: 


9 bi, ; 82 9 000 won 
397^,083,000 won 
1 » SW* 912 1 OQGPwori 
1,3)48,912,000 won 

.oris during the course 


Sinuiju 

Chinnampo 


7 oh percent 
53,3 
8.6 


Kamhung 
Chong jin 
Hanyang 


The breakdown of imports by district is as follows; 


21,1* percent 

7,1* 

1.9 


Percentage as 



vM 

1949 

ooiiiyared i 

Kong Kong 

55.3 

76.2 

193.6 

China 

21 „ 9 

18.6 

119 Ji 

South Korea 

21.1 

h,9 

33..0 

Japan 

1.7 

0,3 

22 1+ 

breakdown of 

imports by coranod: 

.ty is as follows; 




’9lj8 

19h9 

Construe tion 

material 

39.6 

51 * o 3 

Cultural materials 

1^2 

5,0 

Gaily necessities 

lt9.7 

33 oO 

For re-export 


3.5 

2**7 

libers 



8,0 


how did the defects contained in the policy of foreign capital utilization 
and the barter system of 191*8 meet the needs of the nation in the lion- Kong trade, 
which is t'ne greatest in volume anon ; the Corporation's trade enterprises? h\ 
19l*8, the construction materials which are of primary importance in the completion 
of our peonle ? s economic plan occupied 39.6 percent of the imports,, however in 
191*9, through straightening out the defects and promoting trade on an autonomous 
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hasis, the increase in import 01 construction mute rj.als to 04.3 percent and do— 
crease in import of: daily necessities to 33 percent were realized* Further, 

>5 percent of the daily necessities imported we re cotton fabrics that wars 
urgently needed by the state,. This is the result of the establishment irTlIonp 
Kong of a bridgehead adequate for the conduct of trade on an independent basis* 

In 1948* the import list was topped by rubber products with Hu 8 percent 9 followed 
by automobile and automobile spare parts with 13 «8 percent, and textile goods 
with 10.3 percent c however, in 19h9 ? textile goods jumped to first place with 
19o6 percent, followed by machinery and machine tools with lh percent* and mb- 

ber products with 12*5 percent* If the commodities imported in 19I19 can" be 

classified into 26 categories, those in 19h9 can be classified into 3$ categories* 

ihe difficult problem of this trade was acquisition of export commodities* Fir? ; t. 
the government-allotted commodities can be classified into the following three * * 
categories; planned periodic allotment, allotment by instruction, and transfer, 

/.he regular periodic allotment consisted of ixj allotments and amounted to 
81 a* 9X7* 000 won; the allotment by instruction consisted of 6l allotments and 
amounted to 24^130,000 won; and the transfers amounted to 18^922,000 won. making 
a total government allotment of 1.271, 969,000 won. The actual amounts received 
were 8?o6 percent in the instance of regular periodic allotments, 83 0 ? percent in 
the instance of the allotments by instruction, and 77*5 percent in the instance 
of the transferred goods , making an average of 85sU percent received in the total 
government allotments * Lext, the goods purchased by the Corpora tion for exrx>rt 
amounued to Ii3/,7ll-8,000 won, 'which "was 110 © 6 percent of the amount envisage! 
in the plan, A comparison between this cost price of imported goods and the 
actual sale proceeds gives 11*9 *6 percent, which mews that the actual selling 
price was 19*6 percent higher than estimated in the sales plan* (in the sales 
plan, the selling price was estimated at 130 percent of the cost priced) 

In railway transportation* the record attained in the planned allotment of cars 
was 75,1 percent, while that attained in the temporary allotment of cars was £6.6 
percent. In shipping* 33 vessels w-re operated by the compary and th:-se ships 
carried a total cargo of 103*332 tons* A breakdown of this shows, that the 'ortrans 
ships made 21 trips with 59*63? tons of cargo, the EASTERS! VENTURE made 9 trios 
with 29*280 tons of cargo* and the S3 IBIW LI FENG (Iff if # ) made 3 trips ‘ 

with U*,Ul5 tons of cargo 0 t ! 2v jL 

Khe rate of rotation of the total assets was 3,2 times during the year? that 
of the capital was Iu9 times; that of export goods was 6.2 times; and that of 
import goods was 13 tines. The rate of rotation of the import commodities in- 
dicated the rapidity with which the goods imported reached their destinations-. 

In the expenses accompanying export, a lowering of lh»3 percent of the original, 
estimate was realized, while the expenses of import wore lowered 1,0 percent* 

1. his was attriouted &o toe response to appeals made? to the company ? s @raplov30s 
at the end of the first half of the fiscal year to make an effort to lower sxpoM- 
itures by at least 10 percent in export and 1 percent in import,, As a. result! "the 
state profited to the amount of 15U* 09^*000 won. 
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If the basic aims in 19h9 were to solidify capital, abolish the barter sys- 
tem, establish and develop trade bridgeheads in Hong Kong, Ho.rth China, Dairen, 

' ukden and Japan.; and establish a skeleton network for economic investigation 
work in overseas markets, then the enterprise succeeded in attaining its basic 
aims » 3ut during the process of attaining the above aims, numerous objective 
difficulties and subjective defects resulted in our committing numerous errors ,> 

For instance, not enough attention has been given to planning * It v/as not until 
July 19 UB that 3 planning member was first placed in the Supervision Department , 
and not until October of the same year that a Planning 1 Supervision Department 
was created with two persons entrusted with the task of planning. In February 
V9k9 , the Hanning Department was organized with five members, but in April the 
number decreased to four, and it was not until October that the organization was 
finally agreed upon. This organizational deficiency prevented the Corporation 
from compiling statistics of the 19)48 enterprise, conducting a thorough invest- 
igation of overseas markets, and straightening out the investigation f iles * 

In addition to the flaws in organization, the rapid growth of national needs, neces- 
sitated emergency imports which deprived the plan of continuity and created con- 
fusion • Planning delays made it impossible to establish a clear-cut basis for 
deciding import costs. As a result, in August Y)h9» in order to avoid an unfav- 
orable trade balance arising from import of goods in the first half of the year 
at costs that wore not tied in any way to foreign exchange, the rates for dom- 
estic sales of imported goods had to be raised by 19.6 percent (as compared 
with the original sales plan) * This in turn caused considerable harm to the 
government * s low price policy. Of course, another reason for raising the rate 
was to increase capital . 

The confusion in 19U9 planning partly resulted from the absence of any previous 
plans for 19I48* then planning was initiated, there were further delays * For in- 
stance, instructions for trade plans for 19T9 reached the Corporation on 9 Fare!:.,, 
but it was not until lit Fay, when the second quarter was almost half over, that 
action wan taken on the plans. Instead of just waiting for instructions from 
above, the Corporation should have drafted a positive trade plan based on the 
statistics of the previous year, the reports of domestic and foreign economic 
investigations , and the domestic and international situations . The findings 
thereof should have been submitted for the mobilization of domestic resources for 
the acquisition of foreign currency., 

Ilex t, the statistical functions became merely a natter of computing figures on 
a machine.. In the compilation of statistics, all efforts were directed towards • 
meeting the deadline for reporting these statistics to the superior organs. Con- 
sequently, these statistics were never analysed nor the plans inspected, and 
timely warnings were never given* The lack of effort to organize statistics on 
a. foreign currency basis necessitated the revising of the plan three times during 
the year. It was therefore impossible for the Corporation to suggest anything 
regarding the directive for emergency import of goods, even when this directive 
did not tie in with the country’s trade balance. 
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The loose staze of organization of the Economic Investigation Section has 
been responsible for many defects. Actually, economic investigation is the 
most backward of all the Corporation's functions,. First, we have failed to 
organize a suitable body to handle the all- important economic investigations 
An independent department to handle investigation work appeared in April witn 
one member, and in October the Economic Section was set up with two members* 

There is even less to say regarding investigation work in 191+3 « Systematic 
investigation of markets regarding a certain commodity, competitors, methods 
of trading, packing, transportation, custom duties, etc.,, was lacking. Further* 
market quotations from foreign newspapers have not been studied adequately, and 
Little was done to spread the findings among the personnel of the Corporation. 

The overseas agents tended to submit arbitrary and scattered reports on their 
economic investigation work. The environmental, difficulties and lack of adequate 
personnel made their work extremely difficult, but it was considered that they 
could devote more energy to their 'work and the time factor in their investigation* 


The investigators were accused/)! haying failed to grasp the exact aims of t ieir 
work. For instance, comrade TDN former head of the Trading Department, 

who went to North China to investigate trade prospects there, submitted reports 
on the North China plains, the mountain areas of Shantung, Jehol and Liaotung, 
natural conditions for agriculture, statistics on periods of severe frost, rain- 
fall, animal husbandry in various parts of North China, etc* All this inform- 
ation was too general to be of much use in the drafting of a trade policy regarding 
North China* Later it was learned that these data were copied from books bought 
from the book stores, and that the comrades -who accompanied V/01I to North Chi 4 
had to waste a great deal of time copying these books* As contrasted with the 
above, the investigation reports from Hong ?k>ng on red ginseng, graphite* etc** 
were of very high quality .> 

Intimate contact with the production organs based on economic investigation was 
lacking o One example is the distribution and packing of red ginseng, and 
another is cod-liver oil, which., by raising of the Vitamin A content to 7,563 
US? Units, would have become an important commodity to gain foreign exchange.. 

And yet no efforts were made on either side (company and producer) to realize 
this * In short, efforts were lacking to improve the products or to discover nmr 
commodities for export. The main office should provide all overseas branches 
with detailed information regarding all new export items, and the latter, in 
turn, should provide the main office with information on prospects regarding cer- 
tain commodities, the quality or specifications ana the amount. Further, 

the information is needed in advance* Yet* efforts in this direction were 
lacking among company employees and overseas agents* 

The total export volume, as stated, was 1 .,362 ,171, 000 won* Of the total volume, 
87*5 percent was directly exported by the company, while the remain! nr 12*5 per- 
cent consisted of transactions with private individulah, payment for purchases 
made by the Corporation, and cash sales. A breakdown of the 12*5 percent gives 
69«U percent for private transactions, 21*2 percent for purchase payments and 
9oii percent for cash sales* A considerable quantity of goods destined for export 
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was thus released to the domestic markets through private tr.urnaotions, pay- 
ments for purchases and cash sales,, and this not only brought considerable 
ham to the domestic commercial policy* but also gave rise to c v it radio t ions 
In the trade statistics because goods disposed of domestically cooeared as ex- 
port* 


Although private transactions occupied a mere 8 ©6 percent of the? iV.al export, 
there were in all 176 transactions* vfhich provided a heavy administi *t Lon burden 
on the Corporation staff and took up a great deal of valuable time * burner ous 
defects wore also evident in the conduct! tig of private transactions* dor instance, 
the Corporation failed to study the question of custom duties on goo;, imported 
by private merchants, failed to check whether the go xfc imported by I':,- merchants 
were as specified in the import permit, allowed the merchants to set la the 
price of their goods directly with the consumer , failed to keep an accurate file 
on the merchants with v/hom the Corporation dealt, failed to examine th roughly th* 
imrxjrt and export permits that were issued in the Corporation’s name, - be • These 
defects* Instead of profiting the state* profited the private individu js con- 
cerned,. 

In studying export enterprises * die question is raised whether there has been in- 
timate contact between the main office and its overseas agents* Basical \y* con- 
tact was well maintained, as evidenced by the accomplishments of 191*9, Vowevor* 
in part* inadequacy of contact brought no small harm to the activities o' over- 
seas agents* entailing loss of foreign exchange* Following is. one concre-o 
example; In June 19h9 $ the Hong Kong agent notified the home office 'bo st up 
shipment of calcium cyanamide because of the difficulty of its disposal; aii. yet: A 
on 10 Juno, 1*333 tons of calcium cyanamide were shipped on SS ALLAN* They are 
still unsold* and their reported value is hardly enough to pay their warehousing* 
Even if their value is considered at HK 0X20 per ton* the Corporation has a: r\?dy 
suffered a loss of I IK 8lS>0*000* Mistakes like the above are causing state ig>~ 
perties to rot away for long periods in Hon;; Kong warehouses* 

Regarding new commodities destined for export* a sufficient amount of samples 
should be sent overseas agents with information in detail on the pack; ng, compos- 
ition, quantity, domestic cost* etc*. In fact, the above ruling should apply u 
every shipment* Past negligence in this respect resulted in disparity between 
our sample and goods delivered, causing needless loss or embarrassment* As to 
the methods and practices of packing* there are innumerable instances of defective 
work that are costing the Corporation heavily in foreign exchange* There are no 
accurate statistics on these losses, but in the future* the overseas agent will 
submit detailed reports on losses suffered because of defective packing* The 
losses from defective packing are not limited to shipments to foreign countries, 
Considerable losses have also been suffered from defective packing during domestic 
transit of goods* .Another cause for losses was ip precipitous shipment of goods 
without adequate forethought* In the case of ALDATFs fifth and eighth trips, the 
value of the total cargo shipped was approximately equal to the dhariorage* 
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toother important problem to consider in the export enterprise is whether the 
Goods have brought just prices in the overseas markets. Take as an exsrrAe 
the sale of soybean cake on the Hong Kong market* During the five months iiom 
Via y to Seirt ember, the price of soybean cake averaged HK$ 40? *69 per ton. Dr ring 
the came period, North Korean soybean cake was sold at the average price of 
IK 3357*17 per ton. At first it may seem that the Earth Korean goods were gold 
very cheap, but the price received was justified, since the North Korean ship- 
ment included soybean cake from the Northeast (Hanchuria) and Chizmaxnpo Oil 
Plant * Also, the price listed in the Economic Newspaper was the current retail 
price. Similar examples can be listed" in the case ox dried pollack and sheet 
cloth. 

Greater efforts should be made to meet the local demands in price competition 
and study the nature of the price so as not to miss any opportunities in the 
effort to gain foreign currencies. If a special trade policy for the Hong hong 
area had not been adapted, and if the barter system had not been abolished, the 
market for the soybean cake could hardly have been maintained, Even less cm 
be said for the dried pollack and sheet cloth, where competition with the su- 
perior products from Japan and South. Korea is intense. 

The total volume of import in 1949 was stated at 1,340,912,000 won. A great 
obstacle to the inport enterprise was the sovoral revisions in inport planning, 
as can be seen from the following: 

Plan in first halt of the year 1,056, 311, OCX) won 

Plan in second half of the year 438,917,000 won 

Plan after November 645,994,000 won 

If the emergency imports amounting to 1,171,503,000 won are added, the con- 
fusion in import enterprise is obvious. The multiple private transactions at 
home and abroad did not improve the situation* 


Tine import of the previous year, conducted under the difficult situation de- 
scribed above., was 89*6 percent in Corporation’s hands, while private tracing 
had 10*4 percent* An analysis of the private trade gives the following figures: 
15 transactions conducted in accordance with instructions from superior organs, 
accounting for 11*1 percent of total private trade? 48 transactions concluded 
by various organs with the Korean Trying Corporation to barter for 18 „ 7 per- 
cent of the private trade? and 113 private transactions conducted by the Cor- 
poration itself, accounting for 70*2 percent of the private trade. Die commod- 
ities imported through private channels under instructions from superior organs 
consisted of electric wires, gold net, tannin, diamonds for industrial use, 
glass, sulphur, phosphorus, paraffin, man lie rope, potassium dichlorate, rock 
drills, rotary printing presses, lead wire, etc* The commodities bartered by 
various organs through the Korean Trading Corporation consisted of film* salt- 
peter, electric wires, motor sailing vessels, steel bars, transformers, lathes, 
building materials, etc., and commodities imported in private transactions 
handled directly by the corporation consisted of raw rubber, tannin, nails, 
glass, potassium dichloratc, potassium chlorate, etc. Although private trans- 
actions accounted for no more than 10*4 percent ,of the total import volume, 
their number was a big factor in complicating import enterprise and imposed a 
heavy administrative burden on the Corporation* As a result, it woo impossible 
to conduct a thorough study of the 340 odd varieties of import items and estab- 
lish intimate contact with the organs desiring these domed! ties so as. to check 
their exact uses, specifications, tine of usage, etc. In short, coordination 
between the consumer, the company and the overseas agents was lacking > 
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The proportions of the number and amount of transactions conducted by 
various organs through the Corporations 


Organ 

Number of 
Transact 1 ons 

Proportion 

(percent} 

Amount (in 
1,000 won) 

Proportion 

"Tpercentf 

Ministry of 

national Defense 
Ministry of : 

5 

30 .U 

5,256 

20.0 

Internal Affairs 
Min* of Productive 

3 

6.3 

3,lt30 

13.3 

Enterprises 

Min. of Agriculture 

13 

27.0 

5,li 73 

20.9 

and Forests 

h 

3.3 

1.U51 

5.5 

Min* of Commerce 

Min. of Culture 

2 

li.2 

921 

3.5 

and Propaganda 

11 

22.9 

Ji,383 

16.7 

I an, of Health 

2 

)-u2 

6?8 

p a 

Min* of City Management 2 

Special Production 

li.2 

3,513 

13 M 

Guidance Bureau 

3 

6*3 

703 

2 *7 

Forestry Bureau 

2 

lu 2 

95 

0J; 

Enterprising Company 

1 

2.0 

21? 

1.0 


Total lifl 26,170 


The above table shows that the Corporation failed to mice sufficient efforts 
to import on time the materials needed by the various ministries. It also' 
tolls that it has failed in saf eguarding the independence of trade enterprise 
by failing^to propose to Its superior organ the formulation of a concrete 
policy against the possession of export commodities by non-commercial end non- 
productive or go, nidations * 

A glance at goods imported through private channels shows that none of then 
could not have been imported directly by the Corporation,, The nrivato trans- 
actions could, therefore, be justified only by the time factor/ As for wamle 
despite a cable from Hong Kong to the effect that 100 tons of tannin had already 
ocen shipped, the organisation that needed the product had to procure it at a 
higii price from a orivate source because it could not afford to wo it for shin— 
merit by the Corporation, ~ 1 


In the ^ast, the overseas agents experienced considerable difficulties because 
specifications in ordering goods from foreign countrj.es were not thorough* The 
cause seems to be in the lack of business knowledge among the workers and "in 
their superficial way of doing their work. For example, when ordering films 
and sensitised paper, failure to indicate the sensitivity desired and whether 
the films are for daylight or night use needlessly complicated the work of the 
overseas agent, Similarly, failure to indicate the vear and model of cer wh^‘n 
ordering spare parts created needless difficulties* 


It is considered that the prices at which imported mods were bought were lust. 
For example, cotton cloth -*« ^ 


imported from Hong Kong was quoted 


the Hong Kong ftconoi&c ,, NeTOpager during the months from April to November at" the 
average of IK ESToT per roll. During the same period, the North Korean pur- 

W^ ? P 0o C tr r if d p® 5U9 ,1 7 p " roll > v * ich waG lower than the market price 
,JL .2.29 per roll. Raw rubber, duilng the six months from April to November 


G0IiTIDf”ITIAL 


Approved For Release 2001/03/17 : Cl A-RDP82-00457R00730001 0004-0 



Approved For Release 2001/03/1'?¥GTA^DP82-00457R007300^»dd4-0 

CENTRAL INibldlGENCE AGENCY 


- 10 - 


araragedHK &Lj,81i3. per ton. During the same neriod '-hp v, ■ 

SSSttiS b?K r 56?°?i’"“ ”? *>’?•“ *•»». *£*' V. SJKtSStt. 

££ &*£ i'S.' 1 * - p-*=- ^ 

luring the sottlaniHit of old accounts of lohft -? T1 w An « 7 - 

suffered losses from the barber SSL ££ of 

a. As barter condition, we had to guaranty profits to the merchants. 

b° ^estimating the value of exchange goods, the merchants are wirinr to 
Se^tSoS! PI1Ce ^ considoratioa^ossible 

'• 23 KSfy-yytS £ « *- 

Q * t^b-rfr ?J?h quant . it f. and variot y of goods on hand, the state often had 
th ^oculative merchants. This resulted’ in the deflation of 
^-.ices or rexucal irj prospective buyers because the sales oii-lleitv tho 

=y ^ *• “ of <»*« a* «k> 

°* oout’ C nnt e ^ e f ^ 0Ve ’- SOOds 5t0 ^ 0d circulating and their .>rfr*s 
mL opportStie^ 3 “ aRd thi£i » *»* *P«d cut" 

In order to coiroct these defects , the Corporation stmrfle^ to +u rt 

barter system in its Hong Kong trade and succeeded to dfin-lo T^ ltl 

cent were over-contracted. In the amount not contrlSed l?’^ a°n L V 
" ejSCt 1o b ? the othRr P«* because of iSlSS^cSor 

of^°2iScum^? r 3S * 3 *“ **«*«* ^ «* *4>^S£S? 

the^oSt SSSedT”* ** ^ ^ thG 2^°™* c ^ared with 


in ~ v? U J ar B? ,6 percent 

In allotment by instructions 83 ,7 ,? 

In transfers nn r* t| 


° f reaS ° nS fOT ^^ver/ of goods after contracts 


Cancellation of allotment 
Lack of production 
Inferior quality of goods 
Difference in specifications 


9.7 percent 

61.5 “ 

11.5 " 

Ju5 » 
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Packing 

Transportation 
Refusal 
Other reasons 


1.0 percent 

2.0 » 

7.9 15 

2 ,0 » 


:&e amount of goods not delivered for the above rea^n- in .,e 

dollars is IK $5,137,654 a ° on " in ter:as ° r l: «C Kong 

lack of adequate cooperation with the production factories. ^ ti ‘® 

too 7pe U fiL ar,Knmt f? r J* e P urcJ }ase of goods by the Corporation for export was 
427^746,000 won, Ydiich is 120*6 percent of the roa* 1 in the iq],« ^ ~ t n ‘ ^ 

a Ga *f»l study of this figure brings to light the fonj^nto^^^a^ufr^*** 
amount purchased in the country was 358,130,000 won, which is 92 A ner^St of 

33." percent of the total amount purchased. The rer^incV- ai^iv 
69,363,000 won or 16.3 percent of the total amount, was re-e^ortl^P.uld "' 
vtnrougii a contradicnion in financial organization) wore merely oarer work 
the account books of the Purchasing Department . ^ 1 P 00 

As for the pm-chasing channels, 56 percent was purchased from government oivar- 
° on ? urier ^ cooperatives) and 4 percent from private individuals'* *Tn 
t r^i dX +?° Sal ° £ ,500 2? y :lported • for purchasing purposes, 4.6 percent v-°nt to the 
J“ °W> 21 » 6 V^cmt to the business organs ’and 36^ percert to orS^ e 
.mdivxduals. Lor cover, 38*2 percent was Given out ruder contract onri At <* * ~ V 

^as arbitrary disposal c The above figures would indicate th»t the d 1 

r23S£ %?££*« “* h “»"• • ” -a— «• WSKtfSL 

and consumption of «r ?8e goods at home, the goods markets bie ^rLCetc! As 
a result, the: purchasing plan was unstable mid unpractical. 

b “ ff ck of capdt al funds for the purchase and lack- of smooth supply of roods that 
Ae Corporation wished to purchase. The purchasing fund, an tS Si deeded 
was too great a burden on the Corporation, On the other har-d the ®unn’v of" * 
gooas that the company wished to buy was often unsteady ' * h PP y o£ 

Onder such difficulties, the Corporation had no choice but to use guerrilla tart-io- 
in purchasing. Further, in. striving towards its major goal of gliS cS 
xt coulcl . not to discr.lni.nate between dealing with tiie' J gov«nwm+/" 

charts, consumers* cooperatives or private concerns; neither could it Afford to 
ma»ce. any oistmction among the production, commercial or private organs when e*- 
iocumg barter purchases with imported goods. * “ " 

in matters of transportation there appeared still other deficiencies. Tin- number 

ti i r Sf hl f, ars reqc 'f tea * n thc plan mis 1*701 and this number was later revised 
. torpor, the actual number of freight cars operated was 1.254 or 75 
^ 01 thr ' ri lsea msn4)er * Thc Corporation was guilty of breach of contract 

for Seaeh S % ^ necessitated payment of damages totaling 198,750 won. Reasons 
Ss contract were: no goods to transport, 31 cars; change in plan, 173 
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The minber of cere requested for special occasions totaled 
operatod staled 2,299, or 59 percent of the roquet 
-.fO20 cars was caused by t no goods to transport,, l«]i3C 'v 
fb/ cars; and other reasons , 3 oars. 


1 /' 19 » . but the actual 
The difference of 
nc cars available. 


Next, is the problem of shipping, ivhich is of paramour L 
cion. Considerable eiiorts have been made towards im>' 
the state of shipping in 1$>1*9 was as follows: 


■■ .aportancc to the Comora- 
ovonent in this field, and 


fJortrans 
S ASTERS VENTURE 
liCIN LI i-TSiQ 


Total Cargo 
Tonnag e 

5P..637..U 

29.2Q0.ii 

iMo.5.5 


Average Tonnage 
_jDer JT^ssel 

2*339.9 

3*253.0 


li 


, 3o5.o 


The total arrearage paid to Eortrans amounted to IS §10.539.76 and 2 6<a ?p? -, nn 
This was necessary because we failed to study clo-elv vhZthJ. ™ „ 
average leading tonnage of 720 tons as 

««— r ° iM "£ “ «•» -.SvSStSr 


Chongjin Branch 
Wonsan Branch 
Kanhung Branch 
Ghinnarnpo Branch 
Hong Kong 
Dairen 
Tientsin 
Average 


i*53 .-1 tons 

237.3 
it!5 .9 " 

157.3 " 
366,0 ' « 

225.6 " 

333.6 " 
366 


' af B«6 g <iUa ^ r 

%zzkV% g%?* r 0 r 

, a Jn ^ c!H exiorx to eliminate the defects of -,^ 4 . b 

l S 0?i r 7i SU r t5 Cha T eraSe 5 urins th0 fourth garter decrefsed to k~&0 07 2d 

Jaw* s 

railway transportation, the unstable character of ** 

rilla tactics employed in the pm-chasing ente^rise wW the 

hind the breach oi contract. These same defects effected ?n , ,gi' . e "/ 

enterprise. “ directed, in part, the shipping 


'Hie performance of Eortrans was referred to as splendid. Its' «him nVwi •„ 
prominent part in North Korean develonrv-nt of +h» it™,™, *> AVB I “i? P^yod o 
«,d ,,„d. possible. ■,,»Le°: s* S?J2S&.”*~ 

nent were referred to: The Mortrans shins burned -n-l 1 ^ f po-sxluc improve- 

?rr ls *““• «» transpoT oLX 1 ,^- ««*» 

i-rSSS’sMpsf •“ ?<,r te <“*»“» «» EAST'M. - VIOTOE* id 'tS 1 “ 


Mortrans ships 
EASTERN VENTURE 


*»"■ VI pj 


vh-0.98 
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The following are some of the defects entailed in the contract based on weight: 

S * t "' er ? 13 not sufficient cargo to ship back iron overseas, the sM os ie 

n^dToith^h^a^fn^ r f<5t7 marsin i ? samn e> call at harbors in Centra]' ‘ 
whole shipp^E pl^i n ° rS CarEOeS a nerchants ther «> thus Glaring the 

b„ Hocaust: of tl-ie system of payment of arrearage, the ships are often guested 

depart empty even when there are definite indications that there w/’l b- a 
shipment Tvxtliin a few days* ~-" x Lv ' c * 

C - i ' inco f°f ei f l ves f els are contracted under a charter system, there is a na^~ 
ooxieal tendency to load less on the JSortrans ships and more on foreign ships. 

The problem to consider is the lowering of shipping and incidental expenses, as 
1 rfi f a ^ G oi ^” e appeal maae to the company staff at the end of the fjr^i half of 

1^9 to work for a 10 percent decrease in export expenses Sdf l eercent deSeL 

xn import expenses* the follorting results were obtained* 


Fcsport E xpenses Plan 

Kxport, tax 11*3 

Chartorage 6*8 

Container cost 11,1 

General expenses 5*2 

Total 

5HE2EJ-592S3S££ Plan 


Import tax 3 

General exiienses 3 
Total ’ 11 


Record 
(Percent) 
6*o 
4*3 
3.1 
5.3 
20 *2 

Reco rd 

(Percent) 

3*3 

10*0 


Increase or De crea se 
"TPercentJ 
5*3- 
2.5- 
8 . 1 - 

1 . 6 /. 

Hu 3- 

Increase or Decrease 
TPercentT " 

0.3/ 

1.3- 

1 . 0 - 


cS fc the C ifo^i t!5 fT e P° ssi p e / aa due to the keen competition among the branches, 
.,.nd the efforts of tne branch staffs. On the other hand, there are a rre-t mw 
otner problems which await solution. For example, because of lack of a definite 
policy regarding canvas covers, the Haahung and the Chinnampo Branches' had to ia- 
out large sums for them.. The daily average work tonnage ^?20 tms tself Lait 
further s-udy, anu nothing has yet been done about conrmtinr as work hours the 

Subic ^?r e ,id drill! ^ *“ ^ ^ ^ *3. 

The rotation of the Corporation's total assets in lpltf was 3.2 times. The 
wortang capital per month was 330,335,000 won, and the average sales volume ’of ““ 

SlnlT: W£ f o% it32,00 ° V,on P* “»<*• This means that Sie caoiS rota- 
vion m I 9 U 9 was U.9 times or once every 73 X days. As for the exoort connoditie 
the average quantity in warehouses per month was 219,63*0,000 won and that ’"■Oil -Iff 
“* ”* h J-UWOMW •», ,**» rotation of fikti, iTduSc “fi- yoorf^ 

tr once ever 7 ^ days * In import* the quantity of imported roods in rarrWn-t^ 
per month was 11? ,257, 000 won, and the sales volume of imported foods was ^ 562 <vo 
won, which gives a rotation of 13 times or once every 2?',6 dayst 

Jfor sreater speed 111 the notation of export commodities, the Corporation had tried 
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sverthxug xt oouux. Shile studying rotation rates, it found that anon" poods 
exported were those that had been designated, as unsuitable for exoort, and that 
cuiqy of these in fact were needed for hone consumption. The notable ones were 
lucohol, uoixet soap, candles, grape sugar, red alum, ethyl and barium chlorate. 
*ere were also goods that did not accumulate at hone, but accumulated in foreign 
lands. Accentuated in Hong Kong were 1,132.3 tons of calcium eyananidCfoli.i' 
f.ons oi calcium superphosphate, and around KX 0291,20? .00 worth of bristles, rin- 
seng and lanps * **ith the exception of calcium cyans mide and bristles, these 
goods wore exported in 19i$ when the Hong Kong market was first being exploited 
likewise, 20.7 tons of alcohol were shirked to Tientsin to the open market, and" 
these have not yet been sold. TheCoLlof/ing conclusions were drawn: (1) Goods 
unsurtaole lor export should either be consumed at home or no longer nroduead. 

‘.r £ u rder h :; 1V ° ld accu ^ ulat ’ ion o£ goods, oversees economic investigation’work 
should be conducted on a va.de front. The information collected should be put to 
use, and dependable radio communications should be utilised. Among the imported 
fjoods that, have seen in accumulation for over a year were movie cameras, rock 
drill spare parts, spinning drums, radios, and unrefined salt: while roods that 
have been xn accumulation for over three months consist of seven items valued 
^3^7*323 won,* Reasons lor "their accuriul ati on are inperXect products dif— 
ferent specifications, or United usage. 1 I-roauc-o, ttu- 

Another important factor obstructing the rotation of capital is the sev^yp dav«« 
cte.xay between the entry of a ship into the harbor and the arrival of instructions 
a egardmg disposal of cargo, -lie time from the arrival of the shi*-) to tie '"ib~ 
” ol " application for disposal of cargo was from three to 28 days, necessi- 
twing an average delay of 11 days. Further, it took an average of 13 days from 
’ e submission ox application to the Trade Bureau to the arrival of instructions, 
consequently, the average period of waiting was 29 days. Since each rotation of 
.imported goods took 2 7.6 days, the above delay was equivalent to the loss of * one 
rotation* 

In financial administration, insufficient thought was given to the co'-v-ir „ti*n 
ox foreign currencies. The overseas offices failed to effect a frt^Sa' balane* 
xn xoreign currency and gave little thought to how the profits and losset of the" 
trading enterprise appeared in terms of foreign currency. As a result, v.Mle the 
balance sneet of 191:8 showed a profit of 1&, 131,691 won, the inspection' enfcerw 
prise organised at the end of I9U9 actually showed a deficit of 3 2^, 203.720 wen 
ihxs mistake mist not bo nqpeated in the future, " 

Accidents may be classified into accidents curing transit and accidents occurring 
: J! rehouses, fnere ware in all 62 accidents during transit, involving' 1,2^7638 
won. An analysis into the nature of these accidents shows that 33 eases or q'3.2 
percent involved damages, 17 cases or 27.1* percent involved insufficient quantity 
despatched, torse esses or h.Q percent involved decrease in volume from natural 
causes, .wo cases or 3.3 percent involved robbtqpy, one case or 1,6 percent involved 
ueterxoratxon of goods, and the remaining six cases or 9.7 oercent consisted cf 
msceUaneous causes. A total of 22 accidents occurred in Warehouses." involving 
x.olo, :9o non, m analysis of the causes shows that eight cases or *6.2: o-rc-to^’ 
xnyoxvod inadequate inspection, five cases or 22.7 percent involved decrease 'in" 
volume from natural causes, three cases or 13.6 percent involved damages one* case 
or *.0 percent involved deterioration of goods, one case or hS nercert invo'v-d 
robbery, and the remaining four cases or 18.3 percent consisted of raiser a^ou* 
causes . The above figures should serve as a basis in studying means to r,r evert 
accidents in the future. An injiortant protective measure against acc*d«nto ■*'» 
marine insurance, and while the shipping during the past two years involved several 
.ftns ox thousands of tons, the Corporation failed to make adequate airaurements 
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fo:^ marine insurance. Twice during 19h9, the Corporation was close to experience 
a najor sea disaetexv-stoms that overtook the SS AIVAZOVSKY in the vicinity of 
Taiwan and the SASTSHM TOTTURK in the vicinity of Japan* 

The .Inspection Committee was first introduced on 17 November l$k9 in order to 
correct the X9U8 balance, which was not linked to foreign currency* It completed 
the work on 7 February 1950* For this job, which took 7*001 work hours, 583 per- 
sons were mobilised* By straightening the I9U8 balance, which originally showed 
a profit of 1^,131,000 won, instead a deficit of 123,293,000 wen appeared* The 
results wore then linked to the balance sheets of 1949* By thus consolidating 
the financial aspects of the Corporation, it was possible to sum up. the business 
of l9U9o The committee was headed by comrade KIM Chong-yun (/^4f ), who 

surmounted great odds to complete the inspections* 

The president’s report for I9h$ concludes with a statement of the rapid growth of 
of the Corporation * Despite the successes, there have been numerous' defects in 
the enterprise* To eliminate these defects, the president proposes the following* 

a* Strengthen the planning phase* The confusion in planning in 19h9 was an 
Immense obstacle to the import, export, purchasing and transportation enter- 
prises, both at hone and abroad* Therefore, economic investigation work 
should be organized by the Planning Department to set up annual and quarterly 
plans. The chiefs of all. departments and the overseas agents should 'partici- 
pate In collecting accurate data* In the compilation of 'statistics* close 
contact should be maintained at all times with pertinent departments or 
sections * In particular, constant attention should be paid' to the l inking of 
statistics to foreign currency* l/hilc thus far the Corporation has defended 
on instructions from above, it should now begin its own" ocomordc investiga- 
tion and planning* 

bo The Corporation must develop new methods for the acquisition of foreign 

currency* To accomplish this, it must conduct investigations on export com- 
modities, display initiative in its fight for foreign currencies, and econo- 
mise in all expenditures involving foreign currency* 

c„ The Corporation must abolish the barter system* There has been ancle proof 
of the losses inflicted on the state by that system* It must not only abolish 
the system in connection with Hong Kong, which covers 77 percent of North 
Korean trade, but also Tientsin and Dairen* In domestic transactions* too, 
the company should in principle abolish the barter system* 

d* The Corporation must organize a department to handle foreign currency cal- 
culations, so that it can realize accurate trade balance In such currency. 

The overseas agents must see to it that requested reports on the subject are 
submitted within prescribed time* 


Tn shipping, the Corporation mast positively and yet rationally utilize 
Lfortrans ships, aim at lowering the daily work average of 720 tons to a 
practical level, and in the payment of chart erage, strive to decrease pay- 
mnt in foreign currency and increase payment in domestic currency* 

£0 The Corporation must establish intimate contact -with the producers* In ad- 
dition to dispatching resident agents to production plants, it must have a 
dependable system for field reports on quality, packing, etc* so that the 
prestige of tne 0 orporation may be maintained* Moreover, in view of the 
fact that 61.5 percent of non delivered goods was due to inadequate n reduc- 
tion, constant attention should bo devoted to this matter* 
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C. The Corporation raust establish intimate contact with the consumers of irw 

-rodnetf 00 ^’- Ifc f 5“?, out exactl y the required snocifications of the 

l+^+? K their U8e ?» and their Period of ne«d. It must organize its trade 
oo thct there is a live spirit of teamwork among the field offices, the home 
office and the consumers. I O 

”* l0T?er in?0r \ or “P"* expenditures, the Corporation must draw • 

u t , unc enforce an accurate plan regarding packing and containers and devise 
means against the repetition of mistakes which necessitated extra nxpondi - 
xiires m tne past » 1 

X . :cne Corporation must be more alert to prevent accidents . Insurance on import 
,§ nd e J ?or ^ commodities must be taken out in foreign countries (esoeci allv ? 
dong Kong) and concentrated efforts must bo made to prevent damages during 
transit and accidents in warehouses * * ' J ° 

Jo The Corporation must intensify inspection work internally and seek guidance 
iron superior organs. Overseas agents must submit certificates and^ccurate 
i eports on imported goods at all times, and pertinent departments of the 
corporation must constantly study and analyse these reports, 

k. In view of the special nature of the enterprise, the Corporation must take 
S Precautions .in the dispatching and safeguarding of documents and 

^solute secrecy on personnel, shipping and trading matters, not 
only to outsiders but also to .family members* 

l. The persons in charge of various departments .and offices must not only de- 

pend on the btaff Personnel Department for the training of reserve t Cornel 
but muss also tram personnel within their own departments. The of'* 

personnoi must be decreased, so that employees cm become ^roiici^nt 'at thei 
jobs. In particular, in order to elevate the political theoretical standard" 
ef th® overseas agents and send them warn greetings from home, the Ccroora- 
ros"ible° n0t negleci> to S9nd th€m newspapers, magazines, and books whenever 

In conclusion, agents overseas should devote their utmost effort towards «•- 
ueeaing „ne goal for 19X> by applying the revolutionary theories of Marxism and 
Leninism to she practical enterprise of the Korean Trading CorDoratim 

25X1 A 

, iin i i.Li.L,I ggp5»l" ir The Chosen Trading Corporation is officially considered 
- al Moamnat Norfea Korea as a semi-private corporation, but its archives show 
no share-holding or other type of financing usual in private or semi -private 
corporations. It was financed initially toy the Communist Party (HELP) and 
1 * raa i ns hhe property of th® Party even though some governmental units may bs 
represented on the beard of directors} the company is said., for example, i-,o bo 
subordinate to th® Department of Ccaaeree, ‘ 
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